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A caapany staff person will be specifically
_lgned to proaot1n9 Distanc. Learning and other
~.l.communication.-basededucational applications;

!'be Caapany will co-sponsor t:hre. (3) forwu on
Diat.ance Learning Technology and other
Telecoaaunica~lons..sed Educational Applications
to be b.ld in each of the three district locations
of the COIIPany. TIl... fol"WlS will be provid.d for
all count! and local 1ICh00l sUPerint.nd.nt. and/or
th.ir d.. gnat... 'J.'b. COJIPIlny will aM other
local t.l.phone compani•• , local cabl. TV
c-.pani•• , local coapetitiv. acc••s provider., and
other provider. of t.lecommunication-ba••d
educational equipm.nt to participate a. co­
sponsor. and coordinator. of th... forwu. '!'he
obj.ctive of th••• fOruM will be to inform the
attend••s of the differ.nt type., co.t., and
capabiliti.s of various t.chnologie., a. well a.
th. available funding "chani... for advancing the
d.v.lopment of .uch application in th••• areas.

Wbar. and as individual county school
superint.ndents establish th.ir d••i9ftat.. or ta.k
fore•• for the d.v.lopaent of di.tanc. l.arning,
or other telecommunication baaed educational
applications, the Caapany will participate and
.s.i.t a. r.qu••t.d in the d.velopm.nt of .p.cific
.pplications on a ca••-by-ca•• ba.i.. No .uch
d.signate or task force .ball PO••••s authority to
r.quire or bind the Caapany~ or any other provid.r
of teleco.-unication.-ba••d educational
applicationa, ~o provide or t.pl...nt any
application oth.r than tho.. propo••d by the
coapany or the provider.

Any funds allocat.d by the Caapany pur.uant to
section 10.r of thi. Plan will be available to all
school di.tricts ••rv.d by the Coapany on a qrant
ba.i. for the Purcha.. of .quipm.nt and/or oth.r
t.chnology to a.si.t in the d.v.lopa.nt of the
.chool districts' cho••n appllcation.. Opon
r.c.ipt of any such grant requ••t, the Company
will advi•• the staff of any proposed di.position
ther.of. Tbe coapany'. conaent to any such qrant
request will not be unr.a.onably withheld;

3. '!'be Coapany will, wh.re n.ces.ary and appropriate
coordinate with adjoining counti•• , t.lephone
ca.pani•• , and other provider. of educational
~acbnol09i•• in the dev.l~pm.nt of di.tance
l.arning application. and other .
t.l.communications-ba.ed educational applications;
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8.

7.

9.

4.

11.

10.

5.

The Company will a••i.t achool. within it. aervice
territ.ory in the deployaent. of the required
bardWare for USe in ~e classroou in the
_loyaent of di.tance learning and other
~lec~unic.t.ions-based~ucat.ional applicat.ions;

'!'be Coapany will work with the Ohio Department. of
lduCat.ion, achoola within it.s aervice t.errit.ory,
and local organiz.t.ion. to a••iat in defining the
types, co.t., capabilities, and funding
.-cma.nl- of di.t.ance learning and other
telecammunicat.iona-ba-.d educat.lonal applications;

Tb. Ca.,pany will continue t.o provide education
Protr- to aebools, civic groups, parent. group.,
and eelucat.ion.l leaders on the t.echnology and
advantage. of di.t.ance learning and other
t..lecODunicat.iona-based educational applications;

The company will allocate four opt.ical fibers
apecifically for educat.ional in.t.it.ut.ion. a. fiber
opt.ic cable i. deployed in proximity t.o such
in.t.it.ut.ions;

fte cOilpany will, through it.. proactive .ffort.
with .chool., .ake available the t.echnology
nece••ary t.o fulfill the requir_ent.. of each
diatance learning appli cat.ion , wh.ther it. be
fiber, T-Span t.echnology, or via the telephone
industry awitched network; and

The Company will work with educat.or. and
r.qulat.ora t.o d.velop t.ariff. t.o compen.at.e the
Comp.ny for ut.ilizat.ion of the network
.pecifically de.igned for .ducation.l purpo••••

Th. Company will conduct. a .t.udy to •••••• it..
ability t.o offer preferent.ial r.t•• to .chool•••
achool usa,e of t..l.cODun1c.tiona-ba.ed
.ducat.ional applic.tion. incr••••••ignificant.ly
in th. near future.

The Company will, on th. Iap1_nt.at.10n D.t..,
reduce rat..a for ba.ic local eXchange aervice to
aoll001. within th. Coapany'••ervic. t.errit.ory on
a uniform per-line ba.i., by an annual a9CJre98t.e
..ount of $100,000.

(N) Addit.ional cu.t.omer educat.ion.l needs .nd preferred
cOIIIlunlcation _thoda will be ident1fied through the
fOCWl vro~p .epent. of the Monitor protrUl. The focus
group. will t.aq.t each .pacific cu.tomer type,
residenti.l, busin••s, educational and pUblic-intereat-
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r.l.~ed ina~i~u~ion., ~o d.~ermin••duc.tional n••ds
and pr.ferr.d coaunlcation aethods. specific proc;ram.s
vill than ))e d.v.loped to ••t tho.. CUSt01lel" n••ds.

IlUl~ip·l. provr... will be ••t in aotion to educate the
cu.toaer baa. on the produ~. and .ervice. .v.ilable
through th. Coapany:

1. '!'b. cc:aprehanaive r.ng. of ••rvic.. .nd product.
will be iden~ified and explained in the opening
page. of COIIpany phon. directorie.:

2. Dir.ct ..il .nd teleurJteting progr_ will be
.xecuted annu.lly including, bUt not li.ited to,
digital cut ov.r telemarketing, addition.l phone
line pr01lOtion., .nd equipment 1•••• option
proqrus. .

3. Global f.ature activation will be iJlpl_n~ed to
provide cu.~oaer. the opportunity t.o experi.nce
various .ervice. on a free ~ial ba.i.. CU.t.omer.
will r.ceive introdUctory l.tter. and .t.p by .tep
user guide. .xplaining how to u.e .ach .ervice and
the benefit. of each.

•• An in.~alla~ion order follow-up program will be
i.ple.nt.d in 1994. Thi. program will .llow for
cu.tomer f••dback on the in.talla~ion proce.. as
well a. int.rac~ive explan.tion of addi~ional

••rvice avail.bility.!b... new progr... will be .uppl..en~.l to the many exi.ting
progr... currently admini.tered by the Company.

11. rBCXjBISS REpORTS:!b. Ca.pany will, on or before the 60th day after .ach
anniv.rs.ry of the Iapl...ntation Dat., file annual progr•••
raport. vith the Ca.ai••ion providing a progr.s••v.luation
for ••ch ca.mi~.ent, in • form .ub.~antially .tailar to the
·PUCO Annu.l Co_itaent Progre.. ReportII a~t..ch.d b.r.~o.

ft. COIlpany will r.port the aggregat. iIlpaet of the ••t of
ca.mita.nt. a~ the tt-e it .eek. to .xt.nd or aodify or
replace the Plan near the end of the Initi.l Term

12. .SALE AND SHAIING:

!be provision. of the following tariff., order., and
condition. aball be applicable to the Plan and constitute
the camp.ny'. polici.. and practice. reg.rding the re••le
and sb.ring of its .ervice.:
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Provisions and rate. a. indicated in the Company's
General Exc:hal)ge Tariff, P•U•C.o. Ho. I; and the
COIlpany's Local Exchange Tariff, P.U.C.O. Ho. 9.

eo.ais.ion Opinion and Order o~ August 1', 1986, and
Entry on Rehearing of OC*ober 14, 1'16, in ease Ho.
15-1199-TP-COI.

A provider of r..ale/abared local service aust notify
the C~y, in writing, of its intention to
discontinue .-rvice and the number of cuate-er line. it
.erve. not le.. than '0 day. prior to service
termination.

13. ERICING FLEXIBILITY

The Company .ay apply for flexi~le pricing in accordance
with the prov.i.iona Of the rul.. and proceclure. _tabli.hed
in ca.e No. 84-'44-TP-COI or ca.. Ho. 1'-1144-TP-COI, or
other applicable rules and procedures other than those
ari.ing under Chapter 4927, Revi.ed Code, during the term of
the Plan for existint .ervices currently not approved for
flexible pricing. All aervice. offered an the
Implementation Date that are approved for flexible pricing
in accordance with such rule. and procedur.. aball remain
aubject to .uch pricing.

14 • INpIyIDUAL CONTRACTS:

(A) The Company may enter into individual contracts with
it. customers for .ervice. not having a tariffed rate,
where it faces a current ca.petitive challenge for the
provision of such .ervices and is able to demonstrate
the legitimacy of the specific competitive challenge to
the Commis.ion, or other unique circumstance••

CB) The Commission aball review and act upon the propo.ed
contract and supporting cost justification in
accordance with rules and procedures develOPed under
case No. 84-944-TP-COI and ca.e Ho. 86-1144-TP-COI.

(C) The Company may .eek pre-approval of contractual
arrangement. for .ervice., provided the Company seek.
approval of the teras and the criteria for the rate
schedule. applicable to the .ervice. covered by the
arrangement., through the proce.s .et forth in
paragraph CB) above. Once the terms and criteria for
rate .chedule. are approved by the Commission,
contractual arrangements falling within those approved
parameters will be allowed to take effect immediately
upon their filing with the Commiasion.
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CD)" Upon .pplication to .nd .pproval of th. Commission, the
- Coapany .ay 1ap1_nt a contract for ..rvic•• with a

.p.cific cu.toaer wh.n nec•••ary to r ••pond to an
t.ain.nt competitive thr.at to a .pecific customer.

lS. C:UITAL gcoYERY:

capital r.covery level. dUrint th. Initial Tara lIbell be the
recovery rat•• in effect Oft th. IIIpl~tationDate. Th.

_ Company lIball file a d.preciation .tudy in th. fir.t quart.r
of 1"6 utilizing 1"5 data and upon approv.l of rat.. ba••d
on .uch .tudy it .hall iapl...nt new depr.ciation rate. in
conjunction with the exten.ion, aoc!ification or replac_ent
of the Plan atter its Initial Term.

16. ARNINGS:

Bxcept upon application of the COIIpany, •• provid.d berein,
no formal earninv. review or .dju.a.nt proceedifttJ. related
to the Ca.pany ahall be initi.ted by th. Commi••ion during
the Initial T.rm a. long •• til. Cospany doe. not ••ek to
increa.e th. rat.. for any ••rvic.. oth.r than pur.uant to
the pricifttJ fl.xibility provi.ion. of th. Plan. lIothing in
thi. S.ction 16 .ball pr.v.nt the Cc.ai••ion from
iapl_entinv an order r ••ultint from any gen.ric proceeding
or gen.ric inve.tigation initiated by the Commi••ion during
the Initial Term and involving all large local .xchange
telephone companies.

17. ACCESS TO IIIlQBMATIQN:

. (A) lIothing in th. Plan lWt. th. ability of the Staff or
th. COIIai••ion to obtain wbatever intonation they d••111·
appropri.t. to .anitor the COIIplianc. ot th. C01IIpany
with a Commi••ion order i ••u.d und.r Chapt.r .'27,
R.vi••d Coc!.; how.v.r, nothing h.r.in .hall be
constru.d to .xpan4 or li.it the curr.nt authority of
the atatf or Cowaiaaion to obtain intorJlation. The
Coapany r ••erv.. th. ri9ht to id.ntify intonaation that
it beli.ve. to be co.,etitiv.ly ••nsitiv. or trade
••cret, .nd to r.quest • determination that .uch
information warrants .t.ndardiz.d protective tr.atment.

ca) Th. COIIPany .nd 8ellcor. will work with th. Staff .0
that co.t inforaation ••••rted to be propri.tary to
8811cor., .nd n.c••••ry to the Statf'. inv.stigations
.nd deci.ions, will be avail.bl.. Di.cov.ry of .uch
infonation shall not be provid.d by th. Commi.sion in
re.ponse to a public inforaation or rOIA-type request
without thr.e day.' prior notification to the Company
and .ellcore'. coun••l.
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18. lXoc;POUS CHANGES

Irreapective of any other provision of this Plan, if an
Exogenous change occurs that results in a _aterial reduction
in the net after tax operating inc.. of the Coapany at any
'tiM durin9 the Initial Term, at the Coapany's option the
company aay, with notice to the parties in case No. 93-230-TP­
ALT, .ake application to the cc.aission for auspension of Plan
ca.itlaatlU 10 (8), 10 (e) and 10 (D), to ~ extant that such
caaitaents bave not .en illpl~te4 at the tilae of
auapenaion. If the Cc.aiuion baa not _de a preliainary
deteraination whether an Exogenous change bas occurred and has
resulted in a ••terial reduction in the net after tax
operating inco.e of the Ca.pany on or before tbe 45th day
after filing of the Application, the COIIpany ..y su.pend the
referenced commitments. If the ca..i.sion's preliainary
deteraination, ..cte em or before auch 45th day, is that no
such cIlange bas occurred or no' such reduction has resulted,
the coapany shall not aullpeftct such cc.ibMlnta. If such
c~itments are sus..-nded and the ult1Jlate finding i. that an
exogenous change ha. not occurred, or that .uch has not
resulted in a ••terial reduction in ~e net after tax
operating income of the COIIpany, the Coatpany ..y be ordered to
rein.tate the su.pended c..-itmenta retroactive to the ti.e
'the coamitments would bave -.n illpl_n~ if not suspended.
The Coapany ..y, in lieu of suspension of ca.mitaent. as
providect herein, seek alternative relief fro. the Commission,
through amendment of the Plan or otherwi.e.

Upon suspension of Cc.mita&nts 10(B), 10(C) and 10(D) of the
Plan in accordance with the fore90ing, tbe coapany shall
initiate proceedings under Revised Code 554909.16 or 4909.18
to determine rates, to remain in effect thereafter in
accordance with the Revi.ed Code.

This .ection should not be construed to obviate the Company's
obligation to follow the otherwise applicable Commission
directives affecting rates or tariff., if any, 1:I1at may result
from a future industry-wide generic proc.eding or
investigation initiated by the ca.mission, provided that such
directive. ahall constitute exogenous changes a. defined
below.

For purpoae. of this .ection of the Plan, Exogenous changes
shall include the following:

(A) Enactment of new statute., rules or orders or amendment
or revision of existing statutes, rules, or order.,
inClUding but not liaited to tax laws and orders of the
COJIDlis.ion.

(8) Acts of God or force majeure.
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(C) Accounting chang.s aandat.d by th. commission, FCC, or
FUB.

1'. IJ1DBIII.noMgxp UP MDPRlNPgcx or mE PUN
notISX*: ' ..

If the c.pany ..t.rially fails to coaplete ita coaaitaents
.pacified in Section 10 of the Plan, the comaia.ion ..y,
upon notice and be.ring, .nd upon. finding that the coapany
baa f.iled to coaply with the Plan and thereafter, terminate
1:be Plan in .ccordance berewith.

20. lQICl 1L7IQU:

~. Ca.pany ahall not be conaidered to be in viol.tion of
the Plan if • violation or f.ilure to Perform waa cauaed in
whole or in part by any force or re.son beyond the
r ••son.ble control of the Caapany, including, but not
l1ait.d to, Act. of Cod, atrikes, or w.r.

21. qmp ItIQPLATIOHS NfP TUIns:

The provisions of this Pl.n ahall control over currant rul••
of the Commia.ion which are expre••ly in aignificant
conflict with the Plan but only to the ex1:ent of any
conflict. Company tariff. in eff.ct on the I~l...nt.tion
Date are incorporated herein by this reference to the extent
not .uper.ed.d or in conflict h.rewith.

22. PROMOTIONAL OFFDINGS;

The Coapany .ay, from tille to tille, eng.g. in apaci.l
promotional .ervic. off.ring. of limited duration in oreler
to .ttract n.w custom.rs or incr.... existing cuatoaer
awareness of s.rvic... The COIIp.ny ..y v.iv. or reduce
nonrecurring or recurring charge. durinq auch apacial
praaotions for a ~imited tim., not to exc.ed gO days for any
ai"91e cu.toaer. The Comp.ny ahall aaintain a file
detailing .11 promotional offerinq. apacifyinq the terms of
auch offering, ti•• of offerinv••nd aervice. included. The
Comp.ny ahall file in its TRF c••e the de.cription 'and teras
of ••ch promotion which it offers. Promotions ahall be
effective upon filing.

23. SUCCESSION;

TbePlan shall be binding on and effective •• to the
Company, the Commiasion, all intere.ted partie. hereto, .nd
their auccessors .nd assigns.
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II.UIE OF COMMI'l'MENT:
COntact: _

1. Li.t activities t.pl...nted during pa.t calendar year
to fulfill camaitaent.

2. If applicable, provide budgeted and actual amount
expended par activity in the past calendar year. Also,
explain any significant difference. between the two.

3. De.cribe and explain any deviation. from the plan,
including an update of activities planned for the
previous year but not completed.

4. Li.t plannedactivitie. and, if applicable, budgeted
amounts scheduled for next year.

5. De.cribe any adjustment./discrepancies to previous
year'. report on th..e activities.

6. If the commitment has been completed, plea.e provide
the date and attach supporting documents.
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We.tern .e.erve" Telephone Co.
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... OF COMMITMENT: _

CDDbct:

1. Li.t project. and ...ociated activitie. illpl_nted
during pa.t calendar year to fulfill ca.aitaent.

2. Provide actual percenta,.. achieved by catetory in the
pa.t calendar year.

3. De.cribe and explain any deviation. from the plan
exceeding plus or ainwa 10 percent.

4. Li.t planned .ctiviti...cheduled for next year.

5. oescribe any adju.~ent./di.crepancie. to previous
year's report.

6. If the co_itaent ba. been coapleted, pl•••• provide
the date and attach .upporting dOCWIent••
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prepaid, this ?~ day of January, 1994.

David C. Bergmann, bq.
OnICE OF THE CONSTJMERS' COUNSEL
77 South Hiqh Street, 15th Floor
columbus, Ohio 43266-0550

Ann E. Henkener, Eaq.
PUBLIC UTILITIES COMMISSION OF OHIO
180 East Broad Str.et
Columbus, Ohio 43266-0573

St.phen M. Howard, Esq.
VORYS, SATER, SEYMOUR AND PEASE
52 East Gay street
P.O. Box 1008
Columbus, Ohio 43216-1008

Marsha R. Schermer, Esq.
AJtTER & HADOEN
one Colum.bus
10 West Broad St., Suite 2100
ColumbUS, Ohio 43215-3422

Samuel C. Randazzo, Esq.
EMENS, KEGLER, BROWN, HILL

& RITTER
Capitol Square - Suite 1800
65 East State Street
Columbus, Ohio 43215-4294

Robin"P. Charleston, Eaq.
AT&T COMMUNICATIONS, INC.
227 W. Monroe Street, SUite 6N
Chicago, Illinois 60606

Judith B. Sanders, Eaq.
BELL, ROYER & SANDERS CO.
33 South Grant Avenue
ColumbUS, Ohio 43215

Mich.el If. Mulcahy, Baq.
'l'HE OHIO BELL TELEPHONE COMPANY
45 Erieview Plaza, suite 1400
Cleveland, Ohio 44114

Mary A. Hull .
SPRINT COMMtJNlCA'l'IONS COMPANY L.P.
8140 Ward Parkway, 5E
Kansas City, Missouri 64114-0417

Karin E. Rilley, Esq.
Assistant Attorney General
OFFICE OF THE A'l"1'ORNrl GINERAL
30 East Broad Str.et, 15th Floor
columbUS, Ohio 43266-0410
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!BI PUBLIC UTILITIIS CORRISSION or 0810

In tb. Ratt.r of the Coapl.int of )
tb. Offic. of tb. Con.ua-r.' Coun- )
••1, on B.b.lf of the •••id.nti.l) .'
utility eu.toa.r. of Tb. w••t.rn )
••••rv. T.l.phon. Coapany, )

)
Coapl.inant, )

)
v. ) c••• No. 12-l525-T'-CSS

)
Tb. W••t.rn ••••rv. T.l.phon. )
Coap.ny, )

)
•••pond.nt. )

In tb••att.r of the Applic.tion of)
Th••••t.rn ••••rve T.l.phon. Coa-) c••• No. 93-230-T'-ALT
pany for Approv.1 of an Alt.rnativ.)
rora of ••gulation. )

Th. Co..i ••ion, coaing now to con.id.r the abov.-.ntitl.d
aatt.r., th. coap1aint fi1.d by th. Offic. of th. Con.ua.r.' Coun­
••1 pur.u.nt to S.ctton 4905.26, ••vi••d Cod., the application
fi1.d by Th••••t.rn •••• rv. T.1.phon. coapany pur.uant to S.ction
4127.04(A), ••vi••d Cod., the St.ff ••port of Inv••ti,.tion,
b.vin, .ppoint.d .ttorn.y •••ain.r. Ann K. ..inh.rd and Chri.tin.
K. T. Pirik to conduct the public h••riDg••nd to c.rtify the r.c­
ord directly to the Coaai••ion, baving r.vi.wed th. t ••tiaony .nd
••hibit. introduc.d into .vid.ftc••t th. public h••ring••nd the
.tipulation .nd r.co...ndation fi1.d by Th••••t.rn ••••rv. T.1e­
phone Coap.ny; tb. at.ff of the 'ublic Utiliti•• Coaal••ion of
Obio; The Ohio .ell T.l.phone Coapany; AT'T Coaaunic.tion. of
Ohio, Inc.; ••11 Coaaunic.tion••••••rch, Inc.; A11net Coaaunica­
tiona ••rvic•• , Inc., LCI T.l.coaaunic.tion. Corpor.tion, and RCI
T.1.coaaunic.tion. Corpor.tion; the Ohio Cabl. Tel.vi.ion A••oci.­
tion; and th. Ohio Departa.nt of Iduc.tion; having r.vi.wed th.
r.cord and b.ing fully .dvi••d of the fact. and i ••u•• in th••e
c•••• , b.r.by i ••ue. it. opinion and order.

Thoapson, Bin. , rlory, by Tho••• B. Lodg., On. Coluabus, 10
•••t .road Str.et, Coluabus, Ohio 43215-3435, .nd Iv.st.r, Skinn.r
, Caap, PA, by 8. Bdward Skinn.r, 111 C.nt.r Str.et, Suit. 1200,
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Littl. Rock, Arkan.a. 72210, and st.ph.n B. Row.ll, ALLTIL Corpo­
ration, On. Alli.d Driv., Littl. Rock, Ark.n••• 72203, on b.h.lf
of ~. w••t.rn ••••rv. T.l.phon. Coapany.

L•• ri.h.r, Attorn.y Gen.ral of Obio, by J.... B. Gain.r, .
S.ction Chi.f, and Ann I. ·••nk.n.r, st.v.n Rour•• , and J.ffr.y V.n
Hi.l, A••i.tant Attorn.y. Gen.ral, .ublic Utiliti•• s.ction, 180
...t Iro.d Str••t, Coluabu., Ohio 43215-3793, on behalf of the
.taff of the 'ublic Utiliti•• Co..i ••ion of Ohio •

• ob.rt S. Tongr.n, Con.uaer.' Coun••l,"by Bv.lyn .obin.on­
RCOriff' David C•••r,.ann, Andr.a I.l••y, Yvonn. Ranft, and
.ichard C. 'ac•• , A••ociat. Con.ua.r.' Coun••l, 77 louth Bigh
Itr••t, 15th rloor, Coluabu., Ohio 43266-0550, on behalf of the
r••id.nti.l con.ua.r. of The W••t.rn ••••rv. T.l.phon. Co~any•

...n., I.gl.r, Irown, Bill' Ritt.r Co., LPA, by I.au.l C.
Band••ao and .ichard P. Ro••nberry, 65 Sa.t Stat. Str••t, Colua­
bu., Ohio 43215, on beh.lf of th. W••t.rn ••••rv. Coapetitiv.
Ace••• Provid.r./R.troCo.. Axl, L.P.

1.11, .oy.r , Sand.r. Co., L'A, by .arth S••oy.r and Judith
a. land.rl, 33 louth Gr.nt Av.nu., Coluabul, Ohio 43215-3927, on
behalf of Alln.t Co..unication. S.rvic•• , Inc., LCI Int.rnational
T.l.coa Corpor.tion, .nd RCI T.l.co..unic.tionl Corpor.tion •

• obin P. Ch.rl••ton, AT'T L.w D.p.rt.ent, 227 w••t Bonro.
Itr••t, 6th rloor, Chic.go, Illinoi. 60606, on behalf of AT'T
Co..anicationl of Ohio, Inc.

Vory., lat.r, I.Ya0ur , P•••• , by It.ph.n R. Bow.rd .nd
Ih.ldon A. T.ft, 52 S.lt G.y Str••t, •• o. lox 1008, Coluabu.,
Ohio 43216-1008, on behalf of Ohio Cable T.l.vi.ion A••ociation.

Kicha.l T. Kulc.hy .nd Scott R.wling., 45 Sri.vi.v, Cl.v.­
l.nd, Ohio 44114, and ·Jon r. I.lly, 150 Sa.t G.y Str••t, Coluabul,
Ohio 43215, on b.h.lf of Th. Ohio lell T.l.phon. Co.pany·.

Art.r , Badd.n, by Kar.h••ock.y Sch.r.er and Willia. A.
Ad... , On. Coluabu., 10 w••t Iroad Str••t, Coluabu., Ohio 43215­
3422, and Loui•• L. K. Tucker, ••11 C~unication ••••••rch, Inc.,
2101 L Str••t, Rorthv••t, Suite 600, Wa.hington D.C. 20037, on
behalf of 1.11 Coaaunicationl •••••rch, Inc.

L•• ri.h.r, Attorney General of Ohio, by I.rin I ••illey,
A••i.t.nt Attorn.y Gener.l, Educ.tion S.ction, 30 Sa.t Iroad
Str.et, 15th rloor, Coluabul, Ohio 43266-0410, on beh.lf of the
Ohio D.p.rt••nt of Sducation.

R.ry A. Bull, Sprint Coaaunic.tion. Co.pany L.P., 8140 W.rd
p.rkw.y, 51, lan.a. City, Mi••ouri 64114-0417, on b.h.lf of Sprint
Co..unlc.tion. Co.pany L.P.
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8JI70RY or !BE .ROCJlDIMGS:

'lb....t.rn ••••rv. T.I.phon. Coapany (coapany or •••t.rn ••­
••rv.) is an Ohio corporation .n9a,.d in the bu.in••• of providing
t.l.c~Uftlcation•••rvice In Ohio and is, th.refor., a public
utility aDd tel.phon. coapany within the d.finitions s.t forth in
S.ction••'05.02" and 4'05.03(.1.)(2), ••vl••d Code. Th. coapany i •
•ubj.ct to the juri.diction of thi. Ca.ai••ion pur.uant to s.c­
tiona 4905.04, 4905.05, and 4905.06, ••vi••d Cod.. • ••t.rn .e­
s.rv. i. a local exchange t.lephon. ce-pany providing ••rvice to
142,856 ace••• lin•• and 118,000 ca.to••r. throu9bout 41 .xch.ng••
in it••ervic. ar.a. • ••t.rn ••••rv. i. a .ub.idiary of ALLTIL
Corpor.tion. Th. coapany'. pr•••nt rat•• for t.lephon•••rvic.
w.r. ..tabli.h.d by ord.r of this C~i••ion in ~. "e.t.rn .e-
••ry. ".l.phon. Co••ny, Ca•• Ro. 15-1'73-'1"-.1.1. (Io.,.ib.r 5,
i'II).

On AUfU.t 26, 1992, th. Offic. of th. Con.uaer.' Coun.el
(OCC) fil.d a coaplaint, ca•• Ro. 92-1525-T'-CIS, pur.uant to S.c­
tion 4905.26, ••yi••d Cod., again.t •••t.rn ••••rv. all.ging that
" ••t.rn ••••rv.'. rat•• and char9•• ar••xc•••iv. und.r the rat.­
..king for.ula ••t forth In '.ction 4109.15, .evl••d Cod.. OCC
r.....t.d that the Ca.ai••ion flnd that •••t.rn ••••rv.'. ba••
r.t•••hould be reduc.d. on S.pt.aber 16, 1992, •••t.rn ••••rv.
fil.d an an•••r d.nying the .ub.tance of the allegation. cont.ined
in the coaplaint, •• w.ll a. a r••pon•• to the coapl.int. OCC r.­
pli.d on '.pt.ab.r 25, 1992.

On '.bruary 5, 1993, •••t.rn ••••rv. fil.d a notie.·of int.nt
to file an .pplication for .n alt.rnativ. fora of r.tulation in
accordanc. with S.ction. 4927.03 and .927.04(.1.), ••vi••d Code.
S.ction 4927.03, ••vi••d Cod., .n.bl•• the Co..i.slon to .x••pt
froa Chapt.r. 4905 or 4909, ••vi••d Cod., or ••t.bli.h ·alt.rnative
r.gulatory r.quir•••nt. for any t.l.phon•••rvic. (.xc.pt ba.ic
local .xchang••ervic.) provid.d the Co..i ••ion find••uch ••••ur.
i. in the public int.r••t, and that the t.l.phon. co.pany i. sub­
j.ct to co.p.tition with r.spect to the public t.l.coaaunication•
••rvic., or the custo••r. of the ••rvice have r•••on.bly available
alt.rnativ... S.ction 4927.04(A), ••vi ••d Cod., ,rant. the CO.­
.i••ion authority to con.id.r alt.rnativ•• to t~. traditional for.
of rat••aking contain.d in S.ction 4'09.15, ••vi••d Cod.. In
accordanc. with th••••ection., the Coaa1••ion in.titut.d an in-
v••tigation of alt.rnative r.gulation and, a. a r••ult of it. in­
v••tigation, adopt.d rul•• for the ••tabli.ba.nt of alt.rnativ.
r.gulation for larg. local exchange t.l.phone coapani•• (alterna­
tive r.gulation rule.). Alt.tn.tlv•••,ulation for Larg. Local
aachan,. T.lephon. co.panl•• , Ca•• Ro. 12-ii49-"-CO% {January 7,
i993) and Intry on I.S.arlng (Karch 10, 19'3).

W••t.rn •••• rv. filed it. application for approval of an
alt.rnative fora of r.gulation, Ca•• No. '3-230-TP-AL~, on March
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12, 19'3. ~b••pplic.tion i. gov.rn.d by tbe rule. for .lterna­
ti.. regul.tion of larg. local exchang. t.l.ph~n. coap.ni.. .dopt­
ed by the January 7, 19'3 finding and order, •• aodlfi.d by th.
"rcb 10, lt93 entry on rebearing 1n Ca•• Mo. '2-114'-T'-CO!. By
e.try dated April 15, Itt3, tbe Ca.ai••ion accept.d tbe applica­
tion for filing •• of ••rch 12, 1"3. !n addition, that entry
approv.d the coap.ny" propo.ed cu.to,,~'notic••

By entry d.t.d April 8, It'3, in C••• Mo. '3-1S2S-~'-CSI, the
C..-i••ion found that tbe coaplaint filed by, OCC .et forth r.a.on­
abl. ground. for coapl.int within th...anlDg of that t.ra a. u••d
in S.ction 4'05.26, ••vi••d Cod.. ~. Co..l ••ion ••tabli.h.d a
te.t period of th. 12 aonth. end.d Deceaber 31, 1'92, with. d.t.
cert.innsf Dec.~r 31, 1"2. In .ddition, th. C~i••ion cen.ol­
id.t.d fOT h.aring the coaplaint ca•••nd ~h. alt.rnativ. r.gula­
tion c••••

In .ccord.nc. witb tb. provi.ion. of th•. alt.rnativ. regul.­
tion rul•• , th••taff of tb. Co.ai••ion conduct.d an inv••tigation
of th. aatt.r•.••t forth in th. coap.ny'••1t.rnativ. r.gul.tion
proc••ding. A writt.n report of th. r••ult. of the .taff inv••tl­
..tion wa. filed on Sept.aber 7, It'3, and wa•••rv.d •• provided
by l.w. Obj.ction. to th. It.ff .eport of Inv••tig.tlon (I ••• )
..r. tia.ly fll.d on October 7, 1993, by W••t.rn ••••rv.' OCC,
A~5T C08aUnlcation. of Obio, Inc. (AT"), th. Ohio C.bl. Tel.vi­
.ion A••oci.tion (OCTVA), A1ln.t C~nic.tion I.rvic•• , Inc., MCI
T.lecoaaunic.tionl Corpor.tion, .nd LCI Int.rnation.l T.l.coa Cor­
por.tion (IXC Coalition), tb. Obio Departa.nt of Iducation (ODOS),
•••tern ••••rv. Co.petitiv. ACC••I Providerl/K.troCo.. Axl, L.'.
(We.t.rn ••••rv. CAt')J ••11 C~UDic.tlon ••••••rch, Inc., (1.11­
cor.), .nd ~h. Obio ..11 '1.lephon. Coapany (Ohio 1.11). OC'l'VA and
••llcor. r••pond.d on October 18. 1993.

Th. public b.aring in tb••• c•••• co.a.nc.d on Mov.ab.r 29,
1'93, at the office. of th. Co..l ••ion, 180 I ••t Iroad Str••t,
Coluabu., Ohio. Following th. pr•••at.tion of wita••••• ia th.
coapl.int c••• , Ca.e Ro. '2-1525-'1'f-CIS, .nd a portion of the
alternativ. r.gulation c••e, Ca•• Mo. '3-230-T'-ALT, on D.c.ab.r
8, 1993, the partie. voluntarily .u.pend.d pre.entation of t ••ti­
aony in order to continue ••ttlea.nt negotiation••

On Janu.ry 7, 1994, a .tipul.tion r••olving the i ••u•• in
both proceeding. wa. fll.d by .e.t.rn ••••rv., the .taff of th.
Public Utilitie. Co..i ••ion of Ohio (.taff), Ohio 1.11, IXC Coali­
tion, AT'T, OC'l'VA, aellcor., and OOOI.(Jt. Sx. 1). 'lb. b.aringl
r.conv.n.d on January 1', It94, to conlid.r th. r.a.onablen••• of
tbe Itipulation. !b. Itipulation i. oppo.ed by OCC and •••t.rn
••••rv. CAPI. Initi.l bri.f. w.r. fil.d by the p.rti.' on 'ebru­
.ry 24, 1994, and r.pli.1 w.re fil.d on K.rch 7, 1994. In addi­
tion, Iv.lyn Scha.ff.r, on b.h.lf of the citi••n, of Ashtabula
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county, fil.d a fri.nd of th. Ca.ai•• ion bri.f on '.bruary 24 and
lIarch 7, 1994.

Local ••••ion. of th. b.aring ~r. conduct.d by th. Coaail­
.ion.r. on January 25, 199., in Korri.town, Obior on January 26
and 27, 199., in Au.tinburg, ObioJ and on January 27, 1994, in
llac.donia, Obio,' in ord.r to afford ..1Ib.r. of tb. public tb.
opportunity to t ••tify on tb. propo••d alt.rnativ. r.gulation
plan, OCC'. coaplaint, and tb••tipulation. Rotic. of th. coa­
plaint, tb. applic.tion, and tb. local public b.aring. v•• pub­
li.b.d in .ccord.nc. vith I.ction. 4905.26, ·~909.19, .nd .903.083,
••vi••d Cod.. Th. exa.in.r. h.ve certified the recorded tran­
.cript of the proceedings .nd the exhibit••daitt.d into .videnc.
to the Coaai.sion for· it. consid.ration.

COKMIISION BBVIIW AND DISCUSIION:

C••• No. 92-1525-TP-CIS i. b.for. the Coaai••ion upon the
coaplaint of the Office of the Con.va.r.' Coun••l, pur.uant to
S.ction .905.26, .evi••d Cod.. acc .11.,•• that, a. a r••ult of
various d.cr..... in .xpen... and incr..... in r.,.nu.. .inc. th.
co.pany'. la.t rat. ca•• , W••t.rn ••••rv.'. rat•• ~r. producing
exce••••rnin,. ov.r the authoriz.d rat. of r.turn. acc all.g••
th.t W••t.rn ••••rv.'. rat•• for te1.phone .ervice are .xce••iv.
und.r the rate.aking foraul••et forth in S.ction .909.15, aevi.ed
Code, .nd that the coapany'. ba.e rate••hould be reduced.

Ca•• No. 93-230-TP-ALT i. before the Ca.ai"ion upon the
.pplication ofTh. We.tern ••••rv. T.l.phone Coapany for approval
of an .ltern.tive fora of re,ul.tion. Und.r We.tern a•••rv.'.
plan a. initially propo••d, the coapany would continue to off.r
flat-rate, ba.ic local .xchange ••rvice, fr••z. ba.ic aonopoly
t.l.phone rat•• oth.r than t.rainating c.rri.r coaaon lin. charge.
and ace••• charg•• for a period of thr.e y.ar., conduct bi.nnial
cu.to.er .urvey., inve.t not le•• than $4,000,000 in deployaent of
technology during each year of the plan, reduce the terain.ting
carrier coaaon line charg•• , provide a.a.ur.d-rat., .xt.nd.d local
calling .ervice to county ••at exchan,e. and nO-Charge calling to
public .chool. within .ach .chool di.trict, and r.duce touch-tone
rate.. In addition, the plan propo••d the cla••ification of .er­
vice. in four categori•• e.tabli.hed by the Co..i ••ion'. alterna­
tive r.gulation rul•• and the e.t.bli.ba.nt of pricing constraint.
for the ••rvice. consi.t.nt with th.ir classification.

Section .927.02, a.vi ••d Cod., provide. a. follow.:

A) It i. the policy of this .tat. to:

1) ansur. the availability of ad.quate basic
local .xchang•••rvic. to citiz.ns
throughout the Itat.J
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2)

3)

4)

.aintain ju.t and rea.onable rate., rent­
al., toll., and charge. for public tele­
co.-unication. leryice;

.ncoura,e innovation in the teleco_uni­
cation. indu.try,

.'

'ro.ote diver.ity and option. in the IUp­
ply of public te1ec~icationl .erYice.
and equipaent throughout the Itate,

."

5) .ecognize the continuin9 e.er,ence of a
coapetitiye telecoaaunication. environ­
.ent through flexible regulatory treat­
.eat of public teleca.aunicationl .er­
vice. where appropriate.

furthec, lection X(8)(2) of the Coaai••ion'. alternative regula­
tion rule. provide. that, in deter.lnin, whether an alternative
refUlation plan .bould be adopted, the Co_i••ion .hall con.ider
tbe following: .

• ) Whether the co_itaent. are of .ufficlent
value to the publlc to warrant the provi.ion
of regulatory opportunitie. for .uperior coa­
pany perforaance outcoa•• linked to tho••
co_itaent.; .

b) The probable iapact of the plan on the finan­
cial .tatu. of the coapany;

c) The probable lapact of the plan on cu.toaer
bill.,

d) The probable iapact of the plan on teleco_u-
Dication. co.petition, .

e) The probable iapact of th. plan on the goal of
univer.al .ervice;

f) Whetber tbe co_itaent. confora to the guid.­
line. of Section IV(B) of the•• rule.;

,) Whetber the co_itaentl proaote efficient de­
velop.ent of the public .witched network;

b) The quality of tbe evidence of public .uppor~

for the appropriatene•• of tbe co_itaent.;

i) Whether the reporting and over.lgbt provi.lon.
are .ufficient to rea.onably aonitor the plan
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j) ~Wbetber the plan .ati.fie. each of the public
policy goal••et forth in S.ction 4927.02, .e­
vi••d Cocl., .nd

k)
.'

Any other f.ctor which the Co..i ••ion ..y dee.
relevant in det.r.ining wh.th.r the plan i. in
the public int.re.t.

A. indlct.d pr.vlou.ly, ••tlpul.tlon re.olving the i ••u•• in
th••e ca.e. hal b••n pr•••nted for the Coaai••ion'. con.ideration.
aule 4901-1-30, Ohio Adaini.trative Code (O.A.C.), and the Co..i.­
'lon" alternative regulation rule. provide for .tipul.tion••uch
•• that pr••ented in the.e c..... Although not binding upon the
Coaai••ion, .tipul.tion., even though they .re not .ign.d by all
the p.rti•• in • c••'., .re .ntitl.d to c.r.ful con.id.r.tion, par­
ticularly wh.n .ponlor.d by p.rti.. repr•••nting a wid. range of
int.re.t. and wh.n .ndor••d by the .t.ff. Cincinn.ti Ga•• Bl.c­
~ric coal.nx, c••• NO •. 82-485-BL-AIR (Karch 30, 1'83). I•• aI.o,
lev.ian BIect ic 11 uaiaatin Co n, Ca•• No. 88-170-SL-AtR
aDu.ry,. • • 0 upre.e ourt ha. .1.0 h.ld th.t

.tipul.tion••nter.d into between .o.e, but not all, of the par­
ti.. pre.ent in a proc.eding c.n be .ccorded lubstantial wei,ht by
the Coaai••ion. Akron v. 'ub.J!til. C~., S5 Ohio St. 2d 155
(1978), Conluaer.'.foun••! v. ~b. UtI!. fo... , 64 Ohio St. 3d 123
(1992). fn con.laerlng the re••onablen••• of the .tipulation
fil.d on J.nuary 7, 1994, the Coaai••ion will rely upon the record
..de in the•• c•••• , the final po.ition. of the p.rtie. with re­
lpect to their .igning the .tipulation, .nd .ny pending objection.
to the .tipul.tion.

DB STIPULATION

Th. Coaai••ion b.gin. it. con.ider.tion with an overvi.w of
th. aain ele.ent. of the .tipulation.

Concerning C••e No. 9~-lS2S-TP-CSS, the .tipul.ting partie.
indic.t.d th.t OCC'. co.plaint .ll.ged th.t, .ince the co.p.ny'.
la.t r.t. c••e, th. coapany'. revenu•• h.ve incr••••d .nd it. ex­
pen••• d.cr••••d, r••ulting in .xc••••arning. of .ore than
$10,000,000 .nnually, .nd th.t the Co..i ••ion .hould ord.r r.duc­
tiona 'in rate. to ju.t and r.a.onable l.vel. (Jt. Ex. 1, at 1).
Th••tipul.ting parti•• ~greed th.t, on • total-co.pany b.li., the
co.p.ny'. revenue. during the te.t y.ar .xc••d.d a.ountl n.c••••ry
to achi.ve a rate of r.turn on rate ba.e of 10.7 percent by
$18,708,000. The p.rtie. allocated $10,258,000 of this ...unt to
the cospany'l conversion to co.t-b.sed interstate .ettle.entl ef­
fective January 1, 1994. Taking into con.ideration that the co.­
pany, a. of January 1, 1994, i. no longer collecting $10,258,000
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of it. te.t-year revenue., tbe partie. agreed tbat the co.pany'.
intra.tat. rat•••hould b. r.duc.d by $8,450,000 in the firlt
year, plus additional a.ount. in later year. (Id. at 2). In y.ar
1, tb. coapany" revenue. will be reduced by $1;000,000 attribut­
able to el1810ation of re.id.ntlal 'el-!'oucb char,•• , $6,200,000
attributable to r.duction of intra.tate, traffic-••n.itive local
.witcbing acce.i charge., $150,000 attributable to i.pl•••ntation
of fr•• one-way call1ft9 to .tate-cbart.r.d .cbool., and $100,000
attributable ~o a reduction of b..ic local excbange rat.. for
.cbool.. In year two and year tbr.ee, revenue. will b. reduced an
additional $2,200,000 and $2,400,000, r••p.~tively, attributable
to reductloa. in intra.tate, traffic_R.itive local .witcbing
ae cber,•• (Id.). In th••tipulating partie.' view, upon
l.,l ntatlon oY-tbe.e rate adju.taent., tbe c~ny" rate. and
cbar,•• viiI be in all re.pect. ju.t and r.a.onable, and tb. coa­
plaint In Ca•• No. 92-1S25-TP-C'S will b••ati.fied (1!.) •

• e.t.rn •••• rv. al.o co..it. to iafra.tructure deployaent or
cu.toaer ••rvic. in addition to th. ainiau. t.lephone .ervic•
• tandard. as follows. Th. coapany will ..lntaln flat-rat., basic
local exchange service during the Inltlal ter. (Id. at 5). Tar­
iffed rate., except aontbly and nonrecurring charge. a••ociat.d
vith re.id,ntial T.l-Touch cbarge., charg.s for .ervic.s subject
to pricing flexibility In accordance with 944/1144, intra.tate
originating and terainating carri.r coaaon line charg•• and local
.witching traffic-••nsitive access charge., .nd rate. for basic
local exchange ,.rvic. to .chool, .hall not be chang.d during the
initial t.r. (!!.). The coapany agre•• to deploy t.chnology and
,.rvice. vithin it. ,.rvice territory to provide an advanced net­
work vhich will provide incr.a••d r.liability .nd .urvivability,
the availability of enhanc.d .ervic•• , econoaic develop••nt oppor­
tUftiti.~, and incr••••d public ••fety. Tb. plan ••t.bli.h•• tiae
fr.... in which tb. cGapany viII b.v. in plac. digital .witching
ca,abiliti•• , ISl capabilitie., CLASS .ervice., .nhance. n.twork,
IS8N, inte~offic. fiber conn.ctivity, .nd broadband facilitie.
pa••iDg by Ichool. (ld.).-

)-
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~e c~aany further ca-ait. to a r~duction in intrastate,

traffic-sensitive local awitchiDg acce•• charg•• to 2.3'2 cent.
per .iaute, and the 4i.co~tiD_tion of .irrorill90f ttl.iftt.rstat.
acee•• rate.. All other int.ra.tate, awitchecS ~.raffic-aensitiv.
aDd .pecialac;ce.s rate. will be fro.eft over tbe initial ter. of
tbe plan. Addi~iona1 reductions in intrastate, traffic-senlitive
local .witching access char,e. will occur in year two and y.ar
tbree of the plan (!!. at 6).

".st.rn ••••rv. will .pply for one-way exttuded local calling
s.rvic. (ELCS) fro. Northfield, Twinsburg, and Aurora to Akron.
If the.e route. ar.not approv.d by all appropriate ,authoritie.,
tb. co.pany will allocate an additional $50,000 to telecoaauni­
cation.-ba.ed educational application. developaent in each of the
reque.ting .xcbange. (Id.). ~he co.pany will eli.inate the
cbarge. for re.identiar-~el-~ouchservice.. All new residential
line. will be equipped with ~e1~~ouch capability (!!.). In addi­
tion, the co.pany will iapl••ent -no cbarge- one-way calling to
tbe .tate-chartered ele.entary and secondary .chool. witbin it.
cu.to••rl' local Ichool diltrict. (Id.). Th••tipulated plan
provid•• that all .ulti-party ••rvice will be pba••d out within
.ix .onth. (~.).

Other co.pany coaait.ent. agreed to by the .tipulating par­
ti.. include the taple••ntation of the ALLTEL Cu.to.er Satilfac­
tion Monitor proc••• to quantify and evaluate cu.to.er sati.fac­
tion and further integrate the cUlto.er'. voice into the coapany'.
d.cision-.aking (~. at 7), the continuation of effort. to further
the goal. of univer.al .ervice (Id. at 7-8), the initiation and
continuation of effort. to further the deployaent of distance
learning technoloty and otber teleco..unication.-ba.ed educationar
application. within the co.pany'. servic. territory (Id. at 8-10).
Additionally, the co.pany will reduce rate. for bastcloeal ex­
change service to .chools within tbe co.pany's .ervice t.rritory
on a uniform per-line ba.is, by an annual aggregate a.ount of
$100,000 (Id. at 10). rurther, .ultiple progra•• will be .et in
.otion to iaucate the cu.to.er. on the product. and service.
available through the co.pany (!!. at 11).

Tbe propo.ed plan also provid.. that the co.pany ..y apply
for flexible pricing in accordance with the exi,ting procedures
e.tabli.hed in 944/1144, or other applicable rule. otb.r than
thOle arising'under Cbapter 4927, a.vi••d Code (Id. at 12). "e.t­
.rn ••••rv...y .nt.r into individual contract. WIth its cUlto••r.
wh.r. it fac•• a current coapetitive challenge for tbe provilion
of a s.rvice. ~be Co..i.sion will review the proposed contract 1n
accordance with the procedure. developed under 944/1144 (!!.).

The .tipulated plan acknowledge. that, if an exogenoul ebange
occur. that r••ult. in a aaterial reduction in the net after tax
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,
operatin9 inco.. of th. co.pany, tb. coapany aay aak. application
to the co..i ••ion for au.cn.ion of c.rtain plan coaait..nt. to
the .at.nt th.y bav. not ••n i.,l...nt.d at th. ti.. of .u.p.n­
.ion. ~. tera -eao,enou. chan9.- i. d.fin.d by the parti•• a.
e..cta.nt of n.w atatut.a, rule., ord.r., or ...ndaent or r.vi.ion
of .ai.ting atatut.a, rul•• or ord.r., including but not li.ited
to tea law. and' ord.r. of th. coaaia.ion., act. of God or force
aaj.ur., and accounting chang•• aandat.d by th. Ce-aiaaion, the
r.d.ral Coaaunication. Coaai••ion (rCC), or th. rinancial Account­
ing Itandard••oard (rAla) (Id. at 14-15).-

hr.unt to \h. atipulation, the Ohio ••11 -.- .cb.dul••
....11 be the intraLA. toll I'a,t••cb.dul•• that .ball be a,plic­
ald. '0 call. "SlDg ....t.rn ....rv••witch tbat baa net be.n
...bl.d "itb inttaW.TA 1+, aftd tbat .1. caltl. _on, tb. c_pany'.
C1IStoa.I., or bet.,n tb. coa,.ny'. O\I.tO..I. aftd tho•• 01 Ohio
"11, or bet"..n~. COIlpany'. cu.tOller. and tbo•• of otb.r Ich.d­
.1•• carrier.. ...tern ••••rv. will provide it. cu.to.er. th.
option of choo.ing th.ir interLATA toll carri.r to carry th.ir
intraLATA toll call. on a 1+ ba.i.. '!'he coapany vill r.aain an
acc••• provid.r, a ••condary carrier, and wlll not be requlr.dto
beco•• a pri.ary toll carri.r (Jt. Ex. 1, at 3).

-.vIEW or TBI ITI.ULATION

"h. ultiaat. qu••tlon to be an.wer.d 1. wh.th.r, in l19ht of
th. r.cord, the .tipulation i. r.a.onabl.. In con.iderin9 the
r.a.onabl.n••• of a ••ttl•••nt, th. Coaai••lon ha. pr.viou.ly
rec09nl ••d a n••d to analy.e tbe following criteria:

1) I. the ••ttle.ent a 'product of ••riou. bar­
,aining a.ong capabl., knowl.d,.abl. parti••?

2) Do•• the .ettl••ent, a. a packag., b.n.fit
rat.pay.r. and the public int.r••t?

3) Do•• the ••ttl•••nt packa,. violate any iapor­
tant r.gulatory principle or practice?
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OCC and th. w.st.rn ••••rv. CAP. oppo.e th. adoption of the
.tipu1ation. 7h.y contend that it doe. not ..et the criteria
e.tablished by tbe Co..is.ion, the policy of thi. stat., or the
C~i••ion's alternative r.gulation rul... At the outset, the
C~is.ion points out that .. intend to r.vi.w th. .tipulation as
a packag., ba••d on the evidence, and d.ter.in. what i. ju.t and
r.a.onabl.. Accordingly, we will .xaaine the obj.ction. to the
.tipulation to d.t.rain. wh.th.r th.y ar. .uffici.nt to warrant
r.j.ction of the .ntire packag••

A. Coaplaint:

1. Itaff .articipation: t

~h. .taff of the Coaai••ion participated in both the coa­
plaint c.,••nd the alt.rnativ. r.gul.tion c.... OCC object. to
.t.ff'. p.rticip.tion in the ca.pl.int c.... OCC cont.nd. th.t
the Coaai••ion did Dot dir.ct the .t.ff to conduct .n inv••tig.­
tion in the coaplaint C••• , that the .taff i. not autoaatic.lly a
p.rty in coaplaint proc••dings und.r Section C905.26, ••vi••d
Cod., and th.t the st.ff did not •••k to int.rv.n. in OCC'. coa­
plaint c.... Accordingly, OCC b.li.v•• that it wa. iaprop.r for
.taff to p.rticipate and that the .t.ff'••vid.nce .hould b. in­
adai••ible (OCC Bri.f at 9).

OCC's obj.ction to the .taff'. p.rticipation i. without
..rit. .ul. 4901-1-10, O.A.C., .pecifically provid•• that, .xc.pt
for certain rule. not applicabl. her., the .taff .h.ll not be con­
.id.red a party to any proceeding. ~hu., the .taff p.rticipate.
in proce.dings.without acquiring ·party· .tatu•• Accordingly, the
.taff doe. not have to int.rv.ne under aule C901-1-11, O.A.C., in
order to participate in OCC'. coapl.int. Ror i. a specific Coa­
ai••lon directive required for .t.ff to p.rticip.te. It.ff par­
ticipate, in .l.ctric fuel coaponent proc.eding., , •• co.t r.cov­
.ry proceeding., and a variety of oth.r proc••ding, all the tia.
without the Coaai••ion directing it to participat.. rinally, the
Coaai"lon find, it incongruous that, on one hand, OCC obj.ct, to
the staff"~ t.,tiaony, and, on the other hand, it. witn••• lIiller
r.li•• on it to aake additional adju,t.ents to the r.v.nu. r.­
quir•••nt (OCC Ex. 5). Contrary to OCC'. argua.nt., the Coaai,­
.ion find, the st.ff'. ind.pendent experti•• to b••sp.cially
h.lpful in this type of proc••ding and that .taff'. participation
wa. appropriate.

OCC n.xt argu., that th••tipulation .hould b. strick.n from
the r.cord b.cau•••taff, W••t.rn •••• rv., and oth.r int.rv.nor,

. cannot .ettl. OCC', complaint ov.r OCC', obj.ction. OCC reject,
the .tipulation a. wholly inad.quate (OCC Brief at 9). OCC urg.,
that, if the Co.-i••ion do., not .trik. the .tipulation, it mu.t,
n.v.rth.less, aake independ.nt finding••upport.d by .ub.tantial
evid.nce in the r.cord (~.).
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In this c••• , th. p.rti•• h.v. pr•••nt.d th.ir entire co.­
pl.int c••• on th. r.cord. Ther.for., th. C~i••ion h•• , in
addition to th••tipul.tion, the ben.fit of .11 th. parti•• '
evid.nc. in th. c08P1aint proce.ding. Thu., in .valuating the
c~p1aiftt ca•• , the C~i••ion will look to ••• wh.th.r th••tipu­
lation'. re.o1ution i. r.a.onabl••nd .upport.d by th. evid.nc••
A. point.d out tiy th. IXC Co.1ition, on.·c.n .ppr.ci.t. OCC'.
fru.tr.tion with ••tipul.tion which .gr••• with OCC'. charg. th.t
W••t.rn ••••rv. r.alis.d .ub.t.ntia1 .xc••• t ••t-y••r ••rning.,
but which provid.. for no r.duction in ba.ic local ••rvic. rat••
•• • part of th. r•••dy. Bow.v.r, th. co_t'•• ion h•• the obliga­
tion to adopt • r•••dy which i. r••pon.iv. to th. c.u•• for th.
ca-pl.int and fair and r.a.on.b1. to .11 ...t.rn ••••rv.'. cu.to.­
.r.. Thu., OCC'. f.ilur. to endor.e th. atipu1ation doe. not
preclude th. Co..l ••ion fro••dopting th••tipulation if it pr.­
••nt. an .ppropri.t. r••olution of th. i ••u.. in the coaplaint
c••••

2. ..venu••eguire••nt.:

The fir.t .ub.tantive t.ra of th••tipul.tion i. th. c.lcula­
tion of .xce•• rev.nu•• for the te.t ye.r. The .tipul.tion pro­
vid•• that, on a total-co.pany ba.i., th. coapany'. rev.nue. ex­
c.eded that which i. r.a.on.b1. by $18,708,000. Th••tipul.tion
provid•• that th. r.t. of return on r.te b••• re.ulting fro. a
r.v.nu. reduction of $18,708,000 i. 10.7 perc.nt (Jt. Sx. 1, at
2). It.ff witne•• B.n.el te.tifi.d th.t • rat. of r.turn of 10.7
perc.nt i. rea.onabl. a. it i. within th. rang. of th. ov.rall

. rat•• of return .upport.d by the r.cord (Itaff Ex. 4, at 2). Th.
record refl.ct. that OCC witn••• Pults t ••tifi.d that a re••on.bl.
r.ng. for r.turn on r.t. b••• for thi. coap.ny i. 9.88 to 11.20
perc.nt, .nd h. r.coaa.nd.d th.t 10.54 percent b. the .uthorised
r.te of return (OCe Sx. 1,.t 48). Coap.ny witne•• B.n1.y t ••ti­
fi.d th.t the co.,.ny" r.t. of r.turn on r.te b••e .hou1d b.
12.18 perc.nt (wa Ix. 5, at 2). Staff witne•• Ben.el origin.lly
••pport.d • rat. of r.turn of 9.9 percent (Ita(f Ix. 3, Iched.
C-1). Bow.v.r, II•• Ben••l could not .upport the r.turn on .quity
coapon.nt of r.te of r.turn, thu., her overall rat. of r.turn .u.t
be di.counted (Tr. VII, 74-75) ••everth.1••• , th••tipu1ation'.
r.coaaended over.ll rat. of return of 10.7 perc.nt cle.r1y fall.
with the r.ftg••ppe.ring in the r.cord. Inde.d, it f.l1. within
the r.ng. r.co..end.d by OCC'. witn.... Th. Coaai••ion find. that
the .tipul.t.d ov.rall rate of return i ••upported by the evidence
.nd i. r•••onable.

1. Although c.rtainly not controlling to our d.ci.ion, w. not. that
in the public h••ring. virtually no cu.to••r t ••tifi.d that w••t­
.rn ••••rv.'. b••ic r.t•• w.re too high. In.t.ad the te.tiaony
w.nt .lao.t exclu.iv.ly to ext.nd.d ar.a •• rvice i ••ue••



All partie. offering te.ti.ony agreed th.t the te.t-ye.r
revenue. eaceeded • re••on.ble revenue require..nt .nd reco...nded
tb.t r.venue. be r.duced .cco.rdilagly. Ifhe i ••ue i. the ..gnitude
of the ov.r-.arnila". OCC witne•• Rill.r t ••tifi.d th.t the co.­
pany" r.v.nu•••hould· be reduc.d by $20,679,355 (OCC Ix. 5, a.­
vi••d .ch.d.· ••• 1). In .rrivin, .t hi. conc1u.ion, .r••i1ler
u.ed • total-co8p.ny .ppro.ch which con&lder. both int.r.t.te and
intra.tate data. A1.o u'-ing th. total-co.pany approach, .taff
witne•• 8en••1 t ••tifi.d that ...t.rn ••••rv.'. rat•••hould be
reduc.d by $20,282,047 (.tarr ax. 3, at 3). coapany witn•••
Cornacchion., however, c.lculat.d hi. r.venu. require..nt u.ing
the aethod adopt.d by the parti•• in th. coap.ny" la.t rat. ca••
which r.lied on juri.dictionally .eparated intra.tat. data (WR Ea.
I, at 16-17). U.ln9 juri.dictionally .eparated data, Kr. Cornac­
chione calculated th. r.quir.d intra.t.t. r.v.nu. reduction to be
$577,000 (WR Ix. 10, at 8).

Ifh••tipulation provid•• that, on • tot.1-co.pany h••i., th.
coapany'. r.venu•• during th. te.t y.ar .xc.eded it. rev.nue r.­
quire••nt by $18,108,000 (Jt••a. 1, .t 2). und.r th••tipula­
tion, r.v.nue. will be r.duc.d $18,108,000 in tb. fir.t y••r of
tbe plan. Th.r.aft.r, in the ••cond y.ar of the plan, rev.nu••
will be r.duc.d an additional $2,000,000, and in tbe third year of
the plan, r.v.nue. wlll be r.duced an additional $2,400,000 (~.).

!'bu., the .tipulat.d r.v.nue reduction for the fir.t y••r r.cog­
ni••• practically all of OCC'. r.cOllllendation. and f.ll. within
the r.ng. that wa. pr•••nt.d on th. r.cord. Th. rev.nu. r.duc­
tion. of $20,108,000 by year two .nd $24,300,000 by y.ar thr••
• xc••d OCC'. ao.t f.vor.bl.c.... !fhu., the c.lcul.tion of r.v.­
nu••xc••• r.fl.ct.d in the .tipulation i. ground.d in the record,
i. cl••rly r.a.on.ble, .nd .hall b. adopt.d by the Co..i •• ioD.

3. Int.r.t.t. I ••ues:

..
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•••t.rn a•••rv.'. int.rstat. acc••• charg•••r. curr.ntly
gov.rn.d by the Nation.l Bxcb.nge Carri.rs' A••oci.tion (RECA)
t.riff which i. approv.d by the PCC. Under NBCA proc.dure.,
tr.ffic-••n.itiv. ace••• charge rev.nue. collect.d under the MECA
t.riff ar. pool.d with tho•• of oth.r RICA participant. for di.­
tribution to the local exchange coap.nie. on .ither .n -.v.r.,e
.ch.dule- or -co.t- ••ttlea.nt ba.i.. Prior to Janu.ry 1, 1994,
•••t.rn a••erve wa••n avera,••ch.dul. co.pany (wa Ix. 7, at 6).
Hi.toric.lly, the u•• of int.r.tat. av.ra,e .ch.dul••ettl••ents
.liainat.d th. n••d to perfora co.pl.x annu.l toll co.t .ep.r.tion
.tudi•• (Id.). 80w.v.r, b.cau.e •••t.rn ••••rv.'. COlt. are
.igaificaitly below the av.r.ge co.t. upon which the MECA tr.ffic­
••n.itlv. acc••• tariff rat•••r. b••ed, the av.r.,••chedul•••t­
tl•••nt. proce•• produc.d int.r.tate .cc... r.v.nu.. for W••t.rn
ae••rv. which .ubatantially .xceeded its co.t of prOViding inter­
.tate ace•••••rvic. (OCC Ex. 2, .t 7).
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coapany "itn••• Ritch.ll t ••tifi.d th.t th. co.pany h•• co••
aDd.r incr•••in, pr•••ur. froa it. int.r.xch.n,. c.rri.r cu.to••r.
to r.duc••cc••• cb.r,.l.v.l••• coapetition ~•• ,rown in th.
iat.r.t.t. toll aark.t. Th. int.r.ach.n,. carri.r. hav. pu.b.d for
.cc... ch.r,. r.duction. that .llow th•• to r.duc. .nd-u••r toll
r.t•• ,· .ti.ul.t. u••,., .nd provide for aor••ffici.nt u•• of the
network. Kr. Kitch.l1 furth.r indic.t.d· that th. conv.r.ioD to
co.t-b•••d iat.r.t.t•••tt1•••nt. with NBCA i •• n.c••••ry .t.p to
.void by-p••• which would r••ult in 10•• of th. coap.ny'. 1.rg.
cu.toaer••nd th. r••u1tin, n••d to incr•••• r.t•• for ba.ic •• r­
vic•• (.. la. 7, at 9-10). ~.r.for., on Hov.aber 1, 1913, th.
coap.ny notifi.d RICA th.t •••t.rn ••••rv. would conv.rt fro••n
....r.'. .chedu1. ..ttle.nt. co..,.ny to • co.t-b•••d ••ttle..ntl

. cOllpany on ".nu.ry 1, 1114 (!!l.•t '). fte conv.r.ion would ..an
that •••t.rn ••••rv. would r.c.iv•••ttl...nt. b•••d on it. co.t.
r.th.r th.n th••v.r.g. co.t. of th. co~ani•• in th. pool. That
conv.r.ion h•• now occurr.d, which will r••ult in •••tern ••••rv.
r••li.in, .ignific.ntly 1••• r.v.nu. through th.· ..CA ••tt1...nt
proc.... ~••tipul.tion qu.ntifi•• thi. aaount of r.duc.d r.v.­
nu••• $10,251,000 (Jt. ax. 1, .t 2).

On. of tb. principal i ••u.. in this c... i. vb.th.r the .nnu­
.1 r.v.nu. r.duction r••ulting fro. the conv.r.ion to co.t-ba••d
••ttl••nt. .hould b. r.cogni••d in d.t.r.lnln, the intr••t.t.
r.v.nu. r.ductlon r.quir.d in th••• proc••din,.. Th••tipul.tin,
parti•••cknowl.d,. that, vhil. t ••t-y.ar r.v.nu•• produc.d •
tot.l-co.pany .xc••• of $11,708,000, the coapany'. conv.r.ionto
co.t-ba••d int.r.t.t•••ttl...nt. in 1194 r.duc.d th••• t ••t-y.ar
r.v.nu•• by $10,258,000. Accordin,ly, the .tipulation .llocat.d
$10,258,000 of th. t ••t-y.ar ov.r.arning. to the co.pany'. conv.r­
.ion to co.t-ba••d ••ttl••ent. (Jt. ax. 1, .t 2).

In it••taff r.port, the .t.ff recogni.ed that .o.e of the
cOlipany'. ov.re.rning••hould b••ttributed to it••t.tu••• an
.v.r.g••ch.dule participant in th. HBCA pool. St.ff c~ar.d the
coap.ny'. DCA tr.ffic-.en.itive r.te. to co.t-b•••d r.te. of
oth.r Ohio t.l.phon. coapani.. .nd d.t.r.ined th.t •••tern .e-
••rv.'. r.t•• exc.ed.d tho•• of otb.r local .xchang. co.panie. by
205 to 324 perc.nt (I ••••t 10-11). OCC witne••••ff.rty .gre.d
that .0•• of the coap.ny'. ov.r••rnin,. wa••ttribut.bl. to int.r­
.t.t••cc••• r.t•• which .ac••d co.t (Tr. II, 22-24). C~any

"itn••• Corn.cchione te.tified th.t the rev.nue r.duction to the
co~.ny re.ultiftg froa the conver.ion to co.t-b•••d ••ttle.ent.
"•• $10,251,000 (WR Ix. 13, .t 5-6). Tbe .taff coftt.nd. that tb•
• vid.nc. aho". that lnter.t.t. .cc... rat•• were in .xc... of
co.t., .nd that this r.duction " •• rea.on.bl., and .hould b. r.c­
ogni.ed by the Co..i ••lon.

OCC oppo••• th. r.cognition of th. int.r.tate r.v.nue r.duc­
tion. OCC would allocate the entire revenue reduction to intra-
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Itate end ulerl. oce propoled eliaination of Tel-Touch, al the
ai9ftatory partie. to tbe atipulation a,reed. ror re.idential con­
.u.era, OCC furtber reco..ended eliaination of rate band. and the
eatabli.~nt of an $8 per .cnth flat-rate cbar,., and a toll
credit in the aaount of $6.25. au.ine•• cu.to.er. would receive a
reduction of $5.7 all110n (OCC Ex. 3, .at 25-28).

,-

OCC firat argue. that the interatate revenue allocation au.t
be rejected becau.e it 1. not vithln the te.t year and it 11 not
known and ..alurable (OCC 8rlef at 20). rurther, OCC contend.
that this conver.ion va. fully aubject to ttie coapany'••election
and control. oee vitne•• Bafferty al.o te.tified that there had
been no ahoving that the revenue reduction vill be anywhere near
$10,000,000 a year (OCe sx. 12, at 10).

At fir.t blush, it .ppear. tbat OCC'a argaaent aay warrant
loae con.ideration.Bove"e'I>, a cl••e.aaly.i. of tbe record re­
v.ala that OCC la vroftg.,he ataff .naly.ed te.t-year reveft~e.

and expenle. on a total-co.pany ba.i., uaiftg the eatabliahed t ••t
year of 1"2 and date certain of Deceaber 31, 1'92 (Staff Ex. 3,
ax. DAB-1, Sched e-l, Staff Ex. 4, 'cbed. C-l). Thi. analy.i. re­
lult. in a total-co.pany rate of return of 19.97 percent. There­
fore, the .tlpulatin9 partie. a,reed tbat, on a total-coapany
ba.i., the coapany'. revenue. during the test year exceeded
aaounts required to earn a rea.onable return by $18,708,000 (Jt.
b. 1, at 2). The partie. then allocated $10,258,000 of the te.t­
year overearning. to the inter.tate juri.diction to recogni.e the
interltate overearning••. Bovever, neither the Itaff'l adjulted
operating revenues as shown in Itaff Exhibit 3 nor thOle in Staff
Exhibit 4 reflect as an adjultaent to operating revenue. the coa­
pany'a conversion to coat-baaed aettleaenta. Itaff vitnel. Benlel
teatified that vhen the stipulated total-coapany rate reductions
vere applied to staff'. adju.ted te.t-year revenue. and expen.e.,
tbe total-company rate of return to be achieved on a profora_
ba.il i. 10.7 percent. Tbe Co..i ••ion ha. already deterained 10.7
percent rate of return to be reaaonable for thi. c08pany. Thus,
the record clearly indicate. that no adjultment whatloever vas
aade to total-coapany, te.t-year operatin9 revenue. by .t_ff or
the .tipulating parties.

once the Co..i ••ion ha. deterained the total-coapany revenue
reduction, the Co_i.sion aust then design the rates .0 that the
revenue i. di.tributed appropriately. The staff'. analy.i. va.
ba••d upon total-co.pany operations. Staff witne.s Montgo.ery
testified that the total-coapany revenue reduction of $18,708,000
Ihould be a••1gned to both inter.tate and intra.tate revenue.
(Staff Ex. 5, at 2). According to company witne•• Cornacchione,
the amount which should be allocated to the interstate jurisdic­
tion is $10,258,000. Thi. a.ount wa. calculated by Mr. Cornac­
chione by applying 1992 interstate and intra.tate jurisdictional
allocation factors taken from the coapany's jurisdictional sepa­
rationl study (OCC Ex. 8) to .taff'. financial analylil (WR Ex.


